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FEDERAL HOMES LOAN BANK BOARD
R ev isions t o  FHLBB B u l le t in  PA-7ar-3, " R e sp o n s ib ility  o f  Independent P u b lic  A ccountants 
Under th e  Currency and F o re ig n  T ran sa c tio n  R eporting  A ct (a.k.a. th e  Bank Secrecy 
A c t) ,"  a r e  c u r r e n t l y  u n d e r  c o n s id e r a t i o n  b y  th e  Bank B oard . A c co rd in g  t o  th e  
AICPA's Savings and Loan A sso c ia tio n s  Committee, th e  req u irem en ts  o f  th e  B u lle tin , 
" in  many in s ta n c e s  a re  beyond th e  t r a d i t i o n a l  r e s p o n s ib i l i ty  o f  th e  independent 
a u d i to r . "  The FHLBB c o n c u r r in g  t h a t  t h e  la n g u a g e  in  PA -7a-3 i s  to o  b ro a d , h a s  
is su e d  an A le r t  B u lle t in , " to  n o t i f y  th e  p ro fe s s io n a l  exam inations and su p e rv is io n  
s t a f f s  t h a t  an  am ended B u l l e t i n  i s  i n  p r o c e s s  t h a t  w i l l  b e t t e r  d i r e c t  th e  
a t t e n t io n  o f  th e  acco u n tan ts  t o  th e  re q u ire d  a u d i t  work r e l a t i v e  t o  th e  d e te c t io n  
and  r e p o r t i n g  o f  money la u n d e r in g  a c t i v i t i e s . "  A c co rd in g  t o  t h e  Bank B oard , a  
d a te  f o r  p u b l i c a t i o n  o f  th e  am ended B u l l e t i n  h a s  n o t  y e t  b e e n  e s t a b l i s h e d .  
Q uestions and comments in  th e  in te r im  should  be d i r e c te d  to  FHLBB Deputy D ire c to r  
R obert Moore a t  202/377-6480.
GENERAL ACCOUNTING OFFICE
T h irteen -h u n d red  FSLIC t h r i f t  i n s t i t u t i o n s  w ith  $433.3 b i l l i o n  in  a s s e ts ,  com prising
42.8 p e rc e n t o f  th e  in d u s try 's  t o t a l  a s s e ts ,  w ere judged " f in a n c ia l ly  weak"
a c c o rd in g  t o  a  r e c e n t  r e p o r t  b y  th e  GAO t o  Rep. S ta n  P a r r i s  (R-VA). The R e p o rt
e n t i t l e d :  T h r i f t  In d u s try  Problem s, P o te n t ia l  Demands o f  th e  FSLIC In su ran ce  Fund, 
in c lu d e s  a  d is c u s s io n  on th e  use  o f  RAP acco un ting  fo r  re g u la to ry  purposes in  th e  
t h r i f t  i n d u s t r y .  A c c o r d in g  t o  t h e  GAO, " . . . t h a t  u s in g  RAP p e r m i t s  t h e  
r e s t r u c t u r i n g  o f  p o r t f o l i o s  t o  a l lo w  t h r i f t s  t o  im p ro v e  t h e i r  lo n g - te rm  
v i a b i l i t y . "  The GAO c o n t in u e d :  "We do, h o w ev er, f e e l  t h a t  GAAP a c c o u n tin g  
p ro v id es  a  more c o n s is te n t  and w id e ly  recogn ized  m easure o f  th e  f in a n c ia l  h e a l th  
o f  in d iv id u a l t h r i f t  i n s t i t u t i o n s  o f  th e  in d u s try ."  Copies o f  th e  R eport, GAD/GGD- 
86-48BR a re  a v a i la b le  from  th e  GAO.
SECURITIES AND EXCHANGE COMMISSION
"An annual o v e rs ig h t  h e a r in g  on th e  a c t i v i t i e s ,  p o l ic ie s  and re so u rc e s  o f  th e
S e c u r i t ie s  and Exchange Commission" was co n d u cted  b y  th e  T e le c o m m u n ic a tio n s ,
C onsum er P r o t e c t io n  and  F in a n c e  S u b c o m m ittee , House C o m m ittee  on E n erg y  and 
Commerce, 3 /5 /8 6  in  W ashington, D.C. T his Subcom m ittee, c h a ire d  by  Rep. Timothy 
E. W ir th  (D-CO), l i s t e n e d  t o  te s t im o n y  by  SEC C hairm an  Jo h n  S.R. Shad, t h e  SEC 
C om m issioners, GAO, th e  P re s id e n t o f  th e  N orth Am erican S e c u r i t ie s  A d m in is tra to rs ' 
A sso c ia tio n  and a  form er SEC s t a f f  member now in  p r iv a te  le g a l  p r a c t ic e .  A lthough 
c r i t i c i z e d  b y  th e  NASAA f o r  l a c k in g  s t a f f  t o  " c a r r y  o u t  i t s  i n v e s t o r  p r o t e c t i o n  
m is s io n ,"  S u b co m m ittee  M embers h e a r d  o p p o s i te  te s tim o n y  from  th e  GAO 's Deputy 
A s s o c ia te  D i r e c to r ,  F e d e r a l  F in a n c ia l  I n s t i t u t i o n s ,  Mr. Jo h n  R. S c h u l tz  who 
r e f e r r e d  t o  a  p re lim in a ry  r e p o r t  req u e s te d  by  Rep. W irth  on th e  SEC's o v e rs ig h t o f  
s e l f - r e g u la to r y  o rg a n iz a tio n s . In  g en e ra l, acco rd in g  to  Mr. S ch u ltz , th e  SEC has 
tak en  s te p s  w hich have im proved th e  o p e ra tio n s  o f  s e l f - r e g u la to r y  o rg a n iz a tio n s , 
e v e n  u n c o v e r in g  v i o l a t i o n s  n o t  i n i t i a l l y  d e t e c t e d  b y  th e m . As t o  t h e  
d is c ip l in in g  a d m in is te red  by  th e  s e l f - r e g u la to r y  o rg a n iz a tio n s , Mr. S ch u ltz  s ta te d  
t h a t  th e  SEC w i l l  never be  f u l l y  s a t i s f i e d .  In  h i s  opening s ta tem e n t, Rep. W irth  
c h a ra c te r iz e d  th e  p re lim in a ry  r e p o r t  w hich he  s ta t e d  had  n o t y e t  been d i s t r ib u te d  
t o  th e  SEC o r  t o  t h e  s e l f - r e g u l a t o r y  o r g a n iz a t i o n s .  Rep. W ir th  s t a t e d :  "Today, 
th e  GAO w i l l  s a y  t h a t  o u r  sy s te m  o f  s e l f - r e g u l a t i o n  i s  w o rk in g , b u t  i t  c an  be 
im proved in  a  number o f  ways. I t  i s  im p o rtan t fo r  Congress and th e  SEC n o t on ly  
t o  focus on th e  s t re n g th s  o f  ou r system , b u t  to  look  fo r  ways t o  im prove i t ,  a s  
th e  SEC co n tin u es  t o  d e le g a te  even g r e a te r  r e s p o n s ib i l i t i e s  t o  th e  s e l f - r e g u la to r y  
o rg a n iz a t io n s ."
I n  h i s  te s t im o n y ,  SEC C hairm an  Shad t e s t i f i e d  on t h e  SEC 1985 a c t i v i t y  
h ig h l ig h ts ,  m ajor ongoing program s, and s p e c i f ic  resp o n ses  t o  q u e s tio n s  su b m itted  
e a r l i e r  by Rep. W irth  to  th e  SEC a s  to  th e  Com m ission's re so u rc e s  and p r i o r i t i e s .  
Asked to  comment by  Rep. W irth  on th e  te s tim o n y  o f  a  p r io r  w itn e ss  who warned o f  
an  e x is t in g  "epidem ic o f  frau d ,"  SEC Com m issioner A ulana L. P e te rs  su p p o rted  th e  
v iew s ex p ressed  by Chairman Shad and Com m issioner C harles  C. Cox, t h a t  w h ile  an 
in c re a se  in  m arket t r a n s a c t io n s  in c re a se d  SEC a c t i v i t y ,  th e re  was no epidem ic and 
t h a t  th e  s i t u a t i o n  w as n o t  u n m an ag eab le . In  r e s p o n s e  t o  a  q u e s t i o n  from  Rep. 
M atthew  J .  R in a ld o  (R -N J), C hairm an  Shad s t a t e d  t h a t  t h e  SEC w o u ld  b e  i s s u i n g  
g u id e lin e s  which would d e f in e  a re a s  o f  r e s p o n s ib i l i ty  betw een th e  SEC, th e  S ta te s , 
and th e  s e l f - r e g u l a t o r y  o r g a n iz a t i o n s .  A t t h e  c o n c lu s io n  o f  t h e  h e a r in g ,  Rep. 
W ir th  e x p re s s e d  a p p r e c i a t i o n  t o  t h e  SEC f o r  i t s  te s t im o n y  and  i n d i c a t e d  t h a t  
a d d i t io n a l  h e a r in g s  would be scheduled .
The F i f t y - F i r s t  Annual R eport o f  th e  S e c u r i t ie s  and Exchange Commission, d e ta i l in g  SEC 
a c t i v i t i e s  f o r  F i s c a l  Y ear 1985, i s  now a v a i l a b l e  from  th e  U.S. G overnm ent 
P r i n t i n g  O f f ic e .  The 1 5 4 -p ag e  R e p o r t i s  d iv id e d  i n t o  t h e  f o l lo w in g  s e c t i o n s :  
Enforcem ent Program; F u ll  D isc lo su re  System; A ccounting and A u d itin g  M atte rs ; The 
E d gar P r o j e c t ;  R e g u la t io n  o f  th e  S e c u r i t i e s  M a rk e ts ; In v e s tm e n t  C om panies and 
A dvisers; O ther L i t ig a t io n  and L egal A c t iv i t i e s ,  and Management, Economic A n a ly sis  
and P rogram  S u p p o r t. In  t h e  a r e a  o f  th e  R e p o r t d e a l i n g  w i th  " O v e rs ig h t  o f  th e  
A c c o u n tin g  P r o f e s s io n 's  I n i t i a t i v e s , "  t h e  SEC s t a t e d  i n  p a r t ,  t h a t :  "D uring  th e  
p a s t  y e a r ,  t h e  a c c o u n tin g  p r o f e s s i o n  h a s  u n d e r ta k e n  a  num ber o f  i n i t i a t i v e s  
designed  t o  im prove th e  q u a l i ty  o f  independent a u d its .  These i n i t i a t i v e s  in c lu d e : 
(1) re c o n s id e ra tio n  o f  e x is t in g  a u d it in g  guidance in  a re a s  such a s  th e  a u d i to r 's  
r e s p o n s i b i l i t y  f o r  th e  d e t e c t i o n  and r e p o r t i n g  o f  f r a u d , a u d i t i n g  r e p u rc h a s e  
t r a n s a c t i o n s ,  lo a n  lo s s  r e s e r v e s ,  r e l a t e d  p a r ty  t r a n s a c t io n s ,  and u n c e r ta in t ie s  
and c o n t in g e n c ie s ;  (2) c o n s id e r a t i o n  o f  a  r e v i s e d  code o f  e t h i c s ;  and (3) 
s p o n s o r s h ip ,  a lo n g  w i th  o th e r  o r g a n iz a t i o n s ,  o f  t h e  N a t io n a l  C om m ission  on 
F rau d u len t F in a n c ia l  R eporting , an independent com m ission t o  s tu d y  th e  d e te c t io n  
and p r e v e n t io n  o f  f r a u d  in  th e  c o n te x t  o f  f i n a n c i a l  r e p o r t i n g .  The C om m ission  
s t r o n g ly  s u p p o r ts  th e s e  and  o th e r  i n i t i a t i v e s  t o  m a in ta in  and  en h an ce  th e  
i n t e g r i t y  o f  f in a n c ia l  re p o r tin g . Copies o f  t h i s  R eport, No. 046-000-0136-2, a re  
a v a i l a b l e  from  th e  U.S. G overnm ent P r i n t i n g  O f f i c e  a t  $3.50 p e r  copy. The GPO 
o rd e r  departm en t can be reached  a t  202/783-3238.
TREASURY, DEPARTMENT OF
"W ith a  l i t t l e  more th a n  h a l f  th e  f i l i n g  season  beh ind  us, th e  r e p o r ts  a r e  g e n e ra lly
v e ry  good ,"  R oscoe L. E g g er, J r .  t o l d  th e  H ouse Ways and  M eans S u b c o m m ittee  on
O v ersig h t a t  a  3 /4 /86  h e a r in g  to  rev iew  th e  s t a tu s  o f  IRS p ro c e ss in g  o f  1985 ta x  
re tu rn s , He s ta te d ,  "By a l l  m easurem ents, th e  e x tra o rd in a ry  e f f o r t s  made by  IRS 
managers and em ployees a re  pay ing  o ff ."  However, h e  warned th a t  d e lay s  cou ld  occu r 
i f  Congress does n o t soon approve a  $340 m il l io n  supp lem en ta l a p p ro p r ia tio n  fo r  
t h e  IRS and  t h a t  e x t r a o r d in a r y  a c t i o n s  w ou ld  h a v e  t o  b e  ta k e n  i f  i t  w e re  n o t  
approved because th e  IRS " is  now spending a t  a  r a t e  t h a t  assumes" th e  supp lem en ta l 
budget re q u e s t w i l l  be approved (see  th e  2 /24 /86  Wash. R pt.). Com m issioner Egger 
a l s o  t o l d  th e  S u b co m m ittee  t h a t  r e c e i p t  o f  r e t u r n s  a s  o f  2 /2 8 /8 6  w as down 1.7 
m i l l i o n  r e t u r n s  com pared  t o  th e  sam e d a te  l a s t  y e a r ,  b u t  t h a t  IRS h a s  p ro c e s s e d  
2.3 m il l io n  more re tu rn s  in  1986 th a n  i t  d id  d u rin g  t h i s  tim e  in  1985. Regarding 
th e  back log  o f  " c e r ta in  problem  in v e n to rie s "  he  s a id  he  was " s t i l l  concerned," b u t 
n o te d  th e y  a r e  b e in g  c a r e f u l l y  m o n ito re d . The b a c k lo g g e d  i n v e n t o r i e s  in c lu d e  
a d ju s tm e n t ,  u n p o s te d  and  u n p ro c e s s e d  t i m e l y  f i l e d  4 /1 5 /8 5  re fu n d  r e t u r n s .  He 
s a id ,  "As o f  2 /2 1 /8 6 , t h e  t o t a l  a d ju s tm e n ts  in v e n to r y  w as j u s t  o v e r  1 m i l l i o n .  
The unp o stab le  in v en to ry  was about 1.6 m illio n ...O u r rem ain ing  in v e n to ry  o f  1984 
o r ig in a l  and d u p lic a te  re fu n d  re tu rn s  a s  o f 2 /21 /86  was 2,154."
D u rin g  h i s  a p p e a ra n c e  b e f o r e  th e  S u b c o m m ittee , C o m m issio n e r E gger a l s o  
d i s c u s s e d  th e  v a r io u s  e f f o r t s  u n d e r ta k e n  d u r in g  th e  p a s t  y e a r  t o  e n s u re  t h a t  
p ro c e ss in g  o f  th e  1985 re tu rn s  would go more sm oothly  th an  d id  p ro c e ss in g  o f  th e  
1984 r e t u r n s .  Among th e  ch an g es  made by  th e  IRS w as s t a f f i n g  o f  a  N a t io n a l  
O f f i c e  Command C e n te r  24 h o u rs  a  day , 7 d ays a  week t o  s e r v e  a s  a  c e n t r a l i z e d  
c o n ta c t  p o i n t  f o r  r e p o r t i n g  o f  c o m p u te r  p r o c e s s in g  p ro b le m s  b y  th e  n a t io n s  10 
s e rv ic e  c e n te rs . Com m issioner Egger a ls o  re p o r te d  t h a t  new autom ated  and manual 
c o m p u te r  ta p e  c o n t r o l s  h a v e  b e e n  i n s t i t u t e d  t o  " m a in ta in  s t r i c t e r  c o n t r o l  o v e r 
ta p e s  sh ipped  from  th e  s e rv ic e  c e n te rs  to  th e  m aste r f i l e "  in  M artinsburg , WV and 
t h a t  " r u n - to - r u n  b a la n c in g  c o n t r o l s "  h av e  b e en  im p lem en ted  t o  p r o t e c t  ta x  
in f o r m a t io n  b e in g  t r a n s f e r r e d  from  one ta p e  t o  a n o th e r .  He a l s o  s a id  t h a t  t o  
" a l le v ia te "  th e  problem s ta x p ay e rs  experienced  in  t ry in g  to  te lep h o n e  IRS se rv ic e  
p e r s o n n e l ,  "336 a d d i t i o n a l  t o l l - f r e e  te le p h o n e  c i r c u i t s "  h av e  b een  i n s t a l l e d  
na tionw ide , w hich re p re se n ts  a  10 p e rc e n t in c re a se  in  th e  IRS' t o l l - f r e e  system . 
In  a d d it io n , he re p o rte d  t h a t  a  new netw ork w ith  s e p a ra te  phone numbers to  handle  
t a x  fo rm  r e q u e s t s  h a s  b een  im p le m e n te d  in  m ost o f  th e  a r e a s  s e rv e d  by  th e  
P h i l a d e lp h ia ,  B rookhaven  and  A ndover s e r v i c e  c e n t e r s  and t h a t  th e  new sy s te m  
s h o u ld  b e  o p e r a t i o n a l  n a t io n w id e  by  1987. In  c o n c lu s io n ,  C o m m issio n e r E gger 
s t a t e d ,  "As dem ands p la c e d  on th e  e x i s t i n g  sy s te m  c o n t in u e  t o  grow , t h e  r e a l  
c h a l l e n g e  f o r  b o th  t h i s  c o m m itte e  and th e  s e r v i c e  w i l l  be  t o  ex am in e  th e  t a x  
a d m in is tra t io n  system  a s  a  whole, to  analyze  p ro je c te d  tre n d s  and developm ents and 
t o  make s t r a t e g i c  p la n s  t h a t  w i l l  a l lo w  a  f u t u r e  t a x  a d m i n i s t r a t i o n  sy s te m  to  
evo lve so  t h a t  i t  can m eet th e  grow ing demands p laced  upon i t . "
Tax s h e l t e r  r e g i s t r a t i o n  tem porary  re g u la t io n s  a f f e c t in g  o rg a n iz e rs , s e l l e r s ,  in v e s to rs
and o th e r s  a s s o c ia te d  w ith  ta x  s h e l t e r  in vestm en ts  have been is su e d  by th e  IRS
(see  th e  3 /4 /86  Fed. Reg., pp. 7439-41). The tem porary  re g u la t io n s  a ls o  se rv e  as
th e  com m ent docum ent f o r  a  n o t i c e  o f  p ro p o se d  ru le m a k in g  on ta x  s h e l t e r  
r e g i s t r a t i o n  (s e e  th e  3 /4 /8 6  Fed . Reg., pp . 7 4 5 4 -5 5 ). The te m p o ra ry  r e g u l a t i o n s  
a p p ly  t o  t a x  s h e l t e r s  i n  w h ich  any  i n t e r e s t  i s  f i r s t  s o ld  t o  a f t e r  8 /3 /8 4  and 
r e l a t e  t o  ta x  s h e l t e r  r e g i s t r a t i o n  under s e c t io n  6111 o f  th e  I n te r n a l  Revenue Code 
o f  1954, a s  ad d ed  b y  s e c t io n  141 o f  t h e  Tax R eform  A ct o f  1984. Comments and 
re q u e s ts  fo r  a  p u b lic  h e a r in g  m ust be re c e iv e d  by th e  IRS by 5 /5 /86  and should  be 
s e n t  t o  Com m issioner o f  I n te r n a l  R evenue, ATTN: CC:LR:T (L R -66-85), W ash ing ton , 
D.C. 20224. For f u r th e r  in fo rm a tio n  about th e  tem porary  re g u la tio n s  o r n o tic e  o f  
proposed ru lem aking  c o n ta c t P a u le t te  Chernyshev a t  202/566-3288.
SPECIAL: AICPA TO TESTIFY AT CONGRESSIONAL HEARING ON  GRANT AUDIT QUALITY
"A h e a r in g  to  co n tin u e  i t s  a ssessm en t o f  th e  q u a l i ty  o f  a u d i ts  o f  F e d e ra l g ra n ts
perform ed  by c e r t i f i e d  p u b lic  acco un ting  firm s"  w i l l  be th e  focus o f  a 3 /19/86
h e a r in g  b y  th e  House G overnm ent O p e ra t io n s  S u b co m m ittee  on L e g i s l a t i o n  and 
N a tio n a l S e c u rity . T h is  h e a r in g , acco rd in g  to  Committee Chairman Rep. Jac k  Brooks 
(D-TX), i s  in te n d e d  t o  " re v ie w  th e  seco n d  p h a se  o f  th e  a u d i t  q u a l i t y  s tu d y  th e  
G e n e ra l A c co u n tin g  O f f i c e  i s  c o n d u c tin g  a t  t h e  S u b c o m m itte e 's  r e q u e s t ."  Rep. 
B rooks a l s o  s t a t e d  t h a t  "a h e a r in g  l a s t  Novem ber on th e  f i r s t  p h a se  o f  th e  GAQ's 
work documented s e r io u s  and w idespread  d e f ic ie n c ie s  in  CPA a u d its  o f  g ra n t funds." 
The N ovem ber h e a r in g  r e f e r r e d  t o  b y  Rep. B rooks o c c u r re d  on 1 1 /1 3 /8 5  and 
co n sid e red  te s tim o n y  from  th e  GAO and In sp e c to rs  G eneral from  th re e  c a b in e t- le v e l  
d e p a r tm e n ts  ( s e e  th e  1 1 /1 8 /8 5  Wash. R p t.) . In  p a r t ,  Mr. F r e d e r ic k  D. W olf, 
D ire c to r  o f  th e  GAO's D iv is io n  o f  A ccounting and F in a n c ia l  Management, t e s t i f i e d  
t h a t  " th e  IGs, on th e  w hole, have id e n t i f i e d  numerous in s ta n c e s  o f  work t h a t  they  
d id  n o t accep t. These s i tu a t io n s ,  where CPAs d id  n o t perfo rm  re q u ire d  a u d i t  work, 
d id  n o t ad eq u a te ly  document a u d i t  work perform ed, o r  d id  n o t p re p a re  c le a r  a u d it
d o c u m e n ta tio n , w a r r a n t  th e  c o n c e rn  o f  C o n g re ss , t h e  E x e c u tiv e  B ran ch , and  th e  
acco un ting  p ro fess io n ."  The h e a r in g  by th e  G overnm ent O p e ra t io n s  S u b co m m ittee , 
a ls o  c h a ire d  by Rep. Brooks, w i l l  be h e ld  in  Room 2154 o f  th e  Rayburn House O ffice  
B u ild in g , W ash in g to n , D.C. b e g in n in g  a t  10:00 a.m. on 3 /1 9 /8 6 . W itn e s s e s  
t e s t i f y i n g  on b e h a l f  o f  th e  AICPA w i l l  in c lu d e  AICPA C hairm an  Herman J .  Lowe, 
P re s id e n t P h i l ip  B. Chenok, Group V ice P re s id e n t-P ro fe s s io n a l, T ech n ica l S e rv ice s  
Thomas P. K e lley  and V ice P residen t-W ash ing ton , Theodore C. B arreaux .
SPECIAL: WAYS AND MEANS SCHEDULES HEARING ON LIABILITY INSURANCE
H earings to  examine is s u e s  surround ing  th e  c o s ts  and a v a i l a b i l i t y  o f  l i a b i l i t y
in su ran ce  have been scheduled  fo r  3 /13 /86  and 3 /17 /86  by th e  Ways and Means
Subcom m ittee on O versigh t. The focus o f  th e  Subcom m ittee 's in q u iry  w i l l  be  th e  
reaso n s why th e  c o s t  o f  l i a b i l i t y  in su ran ce  h as  in c re a se d  d ra m a tic a l ly  in  r e c e n t  
y ears , th e  e x te n t  to  w hich l i a b i l i t y  in su ran ce  h as become u n a v a ila b le  to  c e r ta in  
seg m en ts  o f  th e  econom y, and how h ig h  c o s t s  and  d e c r e a s e d  a v a i l a b i l i t y  a f f e c t  
program s w ith in  th e  j u r i s d ic t io n  o f  th e  Committee. Testim ony i s  expected  from 
g o v e rn m en t r e p r e s e n t a t i v e s ,  a ca d e m ic  and econom ic  e x p e r t s ,  p a r t i e s  a d v e r s e ly  
a f fe c te d  by h ig h  in su ran ce  r a t e s  o r  th e  u n a v a i la b i l i ty  o f  in su ran ce , a s  w e ll a s  
re p re s e n ta t iv e s  from th e  in su ran ce  in d u s try . In  announcing th e  h e a r in g s , Chairman 
J .J .  P ic k le  (D-TX) s ta te d , "The Members o f  th e  Subcom m ittee a re  v e ry  in te r e s t e d  in  
d e te rm in in g  th e  reasons why l i a b i l i t y  in su ran ce  r a t e s  have sk y -ro ck e ted  in  r e c e n t  
y e a r s  t o  th e  p o i n t  w h ere  l i a b i l i t y  in s u r a n c e  e i t h e r  h a s  becom e p r o h i b i t i v e l y  
e x p e n s iv e , o r  t o t a l l y  u n a v a i l a b le .  We r e c e iv e  r e p o r t s  d a i l y  from  i n d i v i d u a l s ,  
b u s in e sse s , and lo c a l  a u th o r i t i e s  in  ou r d i s t r i c t s  in d ic a t in g  t h a t  th e y  have had 
to  sh u t down t h e i r  b u s in e s s  o r  c u r t a i l  o p e ra tio n s  because o f  th e  c u r re n t  in su ran ce  
s i tu a t io n .  As th e  subcom m ittee w ith  o v e rs ig h t ju r i s d i c t i o n  ov er numerous h e a lth , 
s o c ia l  s e rv ic e s , and t r a d e  program s, we have an o b l ig a t io n  t o  d e te rm in e  why t h i s  
i s  happening. The a v a i l a b i l i t y  o f  l i a b i l i t y  in su ran ce  goes to  th e  h e a r t  o f  w hat 
t h i s  C o m m ittee  can  e x p e c t  in  th e  com ing y e a r s  i n  te rm s  o f  a  g ro w in g  and  w e l l  
d iv e r s i f i e d  economy." The h e a r in g s  a re  scheduled  to  beg in  a t  9:30 a.m. b o th  days 
in  1100 Longworth House O ffice  B u ild in g , W ashington, D.C.
SPECIAL: TAX AMNES TY  PROGRAM GAINING INTEREST O N CAPITOL HILL
A o n e -tim e -o n ly  ta x  am nesty program  in ten d ed  t o  ease  th e  fe d e ra l  d e f i c i t  by  in c re a s in g  
re v e n u e  c o l l e c t i o n  i s  c u r r e n t l y  b e in g  c o n s id e r e d  i n  b o th  H ouses o f  C o n g re ss . 
A dvocates o f  th e  package b e lie v e  an e s tim a te d  $7-$30 b i l l i o n  in  a d d i t io n a l  revenue 
cou ld  be c o l le c te d  by  im plem enting  some form o f  am nesty package. C ongressiona l 
su p p o rte rs  o f  a  o n e -tim e  ta x  am nesty have ex p ressed  th e  view  t h a t  Congress h a s  an 
o b l ig a t io n  to  c o l l e c t  th e  e s tim a te d  $90 b i l l i o n  in  ta x e s  i l l e g a l l y  avoided  each 
year, p r io r  to  th e  im p o s itio n  o f  a  ta x  in c re a se . A lthough th e re  a re  c u r r e n t ly  13 
d i f f e r e n t  m easures in  e x is te n c e , th e  g e n e ra l focus o f  th e  package would be  a  one­
tim e -o n ly  g e n e ra l am nesty from c r im in a l p ro se c u tio n  and c i v i l  p e n a l t ie s  fo r  any 
in d iv id u a l who h as  evaded, u n d e rrep o rted  l i a b i l i t i e s ,  o v e rre p o rte d  d ed u ctio n s  o r  
f a i l e d  t o  f i l e  a  f e d e r a l  t a x  r e t u r n  p r i o r  t o  1 / 1 /8 6 . The a m n es ty  p ro g ram  w ould  
ru n  f o r  s i x  m onths and  in c lu d e  a  r e q u ir e m e n t  f o r  re p a y m en t o f  t a x e s ,  a s  w e l l  a s  
interest due. The evident concern expressed by some Congressional members is that 
h o n e s t  ta x p a y e r s  w ould  f e e l  "c h e a te d "  h a v in g  p a id  t h e i r  t a x e s ,  and  t h a t  by  n o t  
paying  fo r  a  couple  o f  y e a rs , th ey  to o  w i l l  be g ra n te d  im m unity from  p ro secu tio n . 
To c ircum ven t t h i s  a t t i t u d e ,  one p ro p o sa l under c o n s id e ra tio n  would e s ta b l i s h  a  
s tren g th en ed  enforcem ent program. The Tax Gap A ct o f  1986, H.R. 4253 and S. 2110, 
s e e k s  t o  add 10 ,000 a u d i to r s  t o  in c r e a s e  th e  num ber o f  r e t u r n s  a u d i t e d ,  th e  t a x
f r a u d  i n v e s t i g a t i o n  a c t i v i t y  and  th e  l i t i g a t i o n  a c t i v i t y .  A d d i t io n a l ly ,  th e  
m easure would double th e  maximum p e n a lty  fo r  f a i l u r e  to  f i l e  in fo rm a tio n  re tu rn s , 
t h e  f r a u d  p e n a l ty ,  t h e  p e n a l t y  f o r  f a i l u r e  t o  pay  t a x e s  and  th e  p e n a l t y  f o r  
s u b s ta n t ia l  u n d e rs ta tem en t o f  ta x  l i a b i l i t y .  I t  i s  s ig n i f ic a n t  to  n o te  t h a t  o f  
th e  18 s t a t e s  t h a t  have en ac ted  a  tem porary  ta x  am nesty program  in  th e  l a s t  th re e  
y e a rs , New York r a is e d  $334 m il l io n , M assachuse tts , $72 m il l io n  and I l l i n o i s ,  $150 
m i l l i o n .  Of t h e  i s s u e ,  S e n a te  F in a n c e  C o m m ittee  C hairm an  Bob Packwood (R-OR) 
s a id , "I would n o t be s u rp r is e d  i f  a  ta x  am nesty p ro p o sa l i s  in c lu d ed  in  th e  f in a l  
d e f ic i t - r e d u c t io n  le g is la t io n .  I  have no m oral o b je c t io n  to  i t .  I  want to  make 
s u re  t h e r e  i s  n o t  an  e x p e c ta t io n  among ta x p a y e r s  t h a t  we a r e  g o in g  t o  h av e  an 
am nesty every  f iv e  y ears."
SPECIAL: HOUSE AND SENATE IN TRODUCE LE GISLATON ON RECORDKEEPING REQUIRMENTS
L e g is la t io n  in ten d ed  to  p r o h ib i t  th e  IRS from im plem enting new recordkeep ing
req u irem en ts  f o r  b u s in e ss  p ro p e r ty  was in tro d u ced  in  b o th  Houses o f  Congress on
3 /4 /8 6 .  The m e a su re s , S. 2136 and H.R. 4299 in t r o d u c e d  by  Sen. J im  A bdnor (R-SD) 
and  Rep. V in  W eber (R-MN) r e s p e c t i v e l y ,  see k  t o  r e i n s t a t e  th e  r e g u l a t i o n s  
concern ing  ded u ctio n s  fo r  b u s in e s s  use o f  v e h ic le s  and o th e r  p ro p e rty  a s  th e y  were 
p r io r  t o  enactm ent o f  th e  D e f ic i t  R eduction A ct o f  1984. L as t Jan u ary  th e  Senate  
p a s s e d  a  m easu re , 92-1  r e p e a l in g  th e  a d e q u a te  c o n tem p o ran e o u s  re c o rd k e e p in g  
r e q u ir e m e n t  in c lu d e d  in  th e  D e f i c i t  R e d u c tio n  A c t. H ow ever, th e  House added  
language t o  p ro v id e  t h a t  some form  o f  docum entation  may be req u ired . A ccording to  
Sen. A bdnor, th e  IRS to o k  a d v a n ta g e  o f  th e  " lo o p h o le  p ro v id e d  by  th e  House" when 
is s u in g  th e  new re g u la t io n s  in  November, 1985. W hile n o t s p e c i f ic a l ly  m andating 
th e  use  o f  v e h ic le  lo g s , th e  new re g u la t io n s  su g g es t t h a t  tax p ay e rs  use r e g u la r ly  
k e p t w r i t t e n  re c o rd s  t o  s u b s ta n t ia te  m ileage  d ed u ctio n s, acco rd ing  t o  th e  Senator. 
Rep. W eber's m easure i s  id e n t ic a l  t o  th e  Abdnor b i l l .
In  a  r e la te d  m a tte r , th e  IRS conducted a  h e a r in g  on th e  reco rdkeep ing  is su e  
on 3 /6 /8 6 . W itn e s s e s ,  w h ich  in c lu d e d  th e  N a t io n a l  F e d e r a t io n  o f  In d e p e n d e n t 
B u s in e s s e s , th e  N a t io n a l  A s s o c ia t io n  o f  C o u n tie s  & th e  N a t io n a l  A s s o c ia t io n  o f  
A t to r n e y 's  G e n e ra l g e n e r a l l y  o p p o sed  th e  r e c e n t l y  r e l e a s e d  r e g u l a t i o n s .  A 
spokesm an f o r  th e  IRS in d i c a t e d  th e  l i k e l i h o o d  o f  a n o th e r  h e a r in g ,  p o s s ib ly  in  
Apr i l .
F o r  f u r t h e r  in f o r m a t io n  c o n t a c t  G in a  R o s a s c o , S h i r l e y  H o d g so n , o r  N ic k  N i c h o l s  a t  
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